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May 2, 2007

Honorable Philip Bartlett, Senate Chair

Honorable Lawrence Bliss, House Chair

Joint Standing Committee on Utilities and Energy

Augusta, Maine 04333

Re:
LD 1836, An Act to Save Money for Maine Energy Consumers through Enhanced Energy Efficiency
Dear Senator Bartlett and Representative Bliss:

The Public Utilities Commission (Commission) takes a position neither for nor against LD 1836, An Act to Save Money for Maine Energy Consumers through Enhanced Energy Efficiency.  Among other things, LD 1836 would direct the Commission to “adopt provisions for severing the link between utility sales and earnings.”  The bill would also require the Commission to initiate a proceeding to receive input from the public on and make findings regarding efficiency investment strategies.  Finally, the bill would create an Energy Efficiency Stakeholder Board to assist the Commission and other agencies to design, implement and review a comprehensive energy savings plan.  
Severing the link between utility sales and earnings is often referred to as “decoupling.”  The concept of decoupling and its history in Maine and other states were discussed in a report from the Commission to this Committee dated February 1, 2004 and entitled “Maine Public Utilities Commission Report on Utility Incentives Mechanisms for the Promotion of Energy Efficiency and System Reliability.”  A copy of the February 1, 2004 Report is available on the Commission’s web site at Maine.gov/mpuc/staying_informed/legislative/2004legislation/2004reports.htm. The Report includes the following general description of revenue decoupling:



Revenue decoupling is a form of ratemaking intended to remove 


the financial disincentive that utilities have to engage in or support 


energy efficiency and conservation activities. The mechanism also 


acts to remove the financial incentive to promote increases in sales. 


Revenue decoupling works by severing the link between a utility’s 


sales and its profits. This is accomplished by pre-establishing a 


utility’s “allowed” revenues, which would typically occur in a 


traditional rate case proceeding. These allowed revenues are 


periodically compared to the utility’s actual revenues and the 


difference is tracked for ratemaking purposes in a deferred account. 


In the event actual revenues are greater than allowed revenues, the 


difference is returned to ratepayers through a rate reduction. 


Conversely, if actual revenues are below allowed revenues, the 




difference is collected by the utility through a surcharge on rates. 


(Report at 27)

The primary purpose of decoupling is to eliminate the financial disincentive that utilities have regarding energy efficiency and conservation.  The existence of this disincentive is of serious concern when it is the utilities that are operating efficiency programs.  Maine’s utilities no longer have this responsibility.  The current statutes provide the Commission with the authority to adopt a decoupling mechanism.  LD 1836 would mandate this result.  Maine has experience with decoupling during the 1990s.  The mechanism quickly became controversial and was terminated early.  The Commission’s view is the decoupling represents one tool to address a financial   incentive issue, and that flexibility in this area should be maintained.

As for the remainder of the bill, it appears that the issues overlap substantially with LD 1851, An Act to Establish the Regional Greenhouse Gas Initiative Act of 2007 which this Committee and the Natural Resources Committee jointly worked on May 1st.  
I am happy to try answer to any questions the Committee may have about LD 1836.  The Commission will also be present at the work session to assist the Committee in its consideration of the bill.







Sincerely,







Chris Simpson







Legislative Liaison

cc:
Members of the Utilities and Energy Committee


Lucia Nixon, Legislative Analyst

